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Summary
• Question

• How does financial flexibility affect investment during a crisis?
• Approach

• Exploit timing of COVID-19 and measures of flexibility
• Key Results

• Leverage and constraints affect investment, not cash• Investment channel of monetary policy weaker during COVID• Monetary policy most effective for cash-rich and small firms
• Comments

• Empirical Design• Expectations• Mechanism
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Empirical Design

• Authors test for differences across firm flexibility
• Time-varying differences might be endogenous
• Are the two groups comparable?
• Suggestion: Investigate pre-trends
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Expectations

• Firms investment ∼ Expectations
• Expectations correlate with:

• Cash and leverage• Monetary policy
• Suggestions:

• Measure flexibility prior to yield curveinversion• Incorporating monetary policy surprises
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Mechanism

• How do banking relationships explain firm investment during COVID?
• Bank lending channel → △ Credit → △ Investment
• Suggestion: Examine how effects vary across banking relationships
• Data sources:

• DealScan• HMDA and CRA data linked to HQ
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Conclusion

• Paper investigates important question about firm investment
• Exploits COVID to compare responses across firm flexibility
• Could improve with more precise design and exploring the mechanism

6 / 6


